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obligations, will certify that no pay-
ments have been made to anyone in re-
turn for awarding the management
contract to the management agent,
and will agree that such payments will
not be made in the future;

(iii) The borrower and the manage-
ment agent will comply with Agency
notices or other policy directives that
relate to the management of the hous-
ing project;

(iv) The management agreement be-
tween the borrower and management
agent complies with the requirements
of this section;

(v) The borrower and the manage-
ment agent will comply with Agency
requirements regarding management
fees as specified in paragraph (i) of this
section, and allocation of management
costs between the management fee and
the housing project financial accounts
specified in §3560.302(c)(3);

(vi) The borrower and the manage-
ment agent will not purchase goods
and services from entities that have an
identity-of-interest (101) with the bor-
rower or the management agent until
the 101 relationship has been disclosed
to the Agency according to paragraph
(g) of this section, not denied by the
Agency under paragraph (d)(3) of this
section, and it has been determined
that the costs are as low as or lower
than arms-length, open-market pur-
chases; and

(vii) The borrower and the manage-
ment agent agree that all records re-
lated to the housing project are the
property of the housing project and
that the Agency, OIG, or GAO may in-
spect the housing records and the
records of the borrower, management
agent, and suppliers of goods and serv-
ices having an 101 with the borrower or
with a management agent acting as an
agent of the borrower upon demand.

(2) A certification will be executed
each time a management agent is pro-
posed and a management agreement is
executed or renewed. Any amendment
to a management certification must be
approved by the Agency and the bor-
rower.

(k) Procurement. The borrower and
the agents of the borrower must obtain
contracts, materials, supplies, utili-
ties, and services at a reasonable cost
and seek the most advantageous terms
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to the housing project. Any discounts,
rebates, fees, proceeds, or commissions
obtainable with respect to purchases,
service contracts, or other transactions
must be credited to the housing
project.

(I) Electronic Submission of Data to
Agency. For properties with eight or
more housing units, the Agency may
specify that borrowers submit informa-
tion required by this part electroni-
cally.

§3560.103 Maintaining
projects.

(a) Physical maintenance. (1) The pur-
poses of physical maintenance are the
following:

(i) Provide decent, safe, and sanitary
housing; and

(ii) Maintain the security of the prop-
erty.

(2) Borrowers are responsible for the
long-term, cost-effective preservation
of the housing project.

(3) At all times, borrowers must
maintain housing projects in compli-
ance with local, state and federal laws
and regulations and according to the
following Agency requirements for af-
fordable, decent, safe, and sanitary
housing. Agency design requirements
are discussed in §3560.60. The Agency
acknowledges that property mainte-
nance is an ongoing process and will
not penalize borrowers for less than 100
percent compliance as long as it is evi-
dent that the borrower is striving to
achieve the standards listed in this
paragraph. In addition, the Agency un-
derstands that although its multi-
family housing portfolio is relatively
homogeneous, no one standard is ap-
propriate for all properties.

(i) Utilities. The housing project must
have an adequate and safe water sup-
ply, a functional and safe waste dis-
posal system, and must be free of haz-
ardous waste material.

(ii) Drainage and erosion control. The
housing project must have drainage
that effectively protects the housing
project from water damage from stand-
ing water and erosion. Units, base-
ments, and crawl spaces must be free of
water seepage.

(iii) Landscaping and grounds. The
housing project must be landscaped at-
tractively. Lawns, plants and shrubs
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must be maintained and must allow air
to windows, vents, and sills. Recreation
areas must be maintained in a safe and
clean manner and trash collection
areas must be adequately sized,
screened, and maintained.

(iv) Drives, parking services and walks.
The housing project must have drives,
parking lots, and walks that are free of
holes and deterioration. Walks with
changes in height between slabs of ap-
proximately % inch or greater will be
considered unacceptable.

(v) Exterior signage. All signs at the
housing project, including those re-
lated to the housing project name,
buildings, parking spaces, unit num-
bers and other informational directions
must be visible and well-kept. Sign re-
quirements must conform to
§3560.104(d).

(vi) Fences and retaining walls. The
housing project must have fence lines
that are free of trash, weeds, vines, and
other vegetation. Fences must be free
of holes and damaged or loose sections.
The bases of all retaining walls must
be erosion free and drainage weep holes
must be cleaned out to prevent exces-
sive pressure behind the retaining wall.

(vii) Debris and graffiti. The housing
project, including common areas, must
be free of trash, litter, and debris. Pub-
lic walkways, walls of buildings and
common areas must be free of graffiti.

(viii) Lighting. The housing project
must have functional exterior lighting
and functional interior lighting in
common areas which permits safe ac-
cess and security.

(ix) Foundation. The housing project
must have a foundation that is free of
evidence of structural failure, such as
uneven settlement indicated by hori-
zontal cracks or severe bowing of the
foundation wall. Structural members
must not have evidence of rot or insect
or rodent infestation.

(x) Exterior walls and siding. The hous-
ing project must have walls that are
free from deterioration which allows
elements to infiltrate the structure,
eaves, gables, and window trim that
are free from deterioration, exterior
wall coverings that are intact, securely
attached, and in good condition. Brick
veneers must be free of missing mortar
or bricks.
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(xi) Roofs, flashing, and gutters. The
housing project must have gutters and
downspouts, where appropriate for cli-
matic conditions, that are securely at-
tached, clean, and finished or painted
properly with splash blocks or extend-
ers that direct water flow away from
the building. The housing project must
have a roof that is free of leaks, defec-
tive covering, curled or missing shin-
gles and which is not sagging or buck-
ling. Fascia and soffits must be intact.

(xii) Windows, doors, and exterior
structures. The housing project must
have screens that are free of tears,
breaks and rips and windows that are
unbroken. Window thermopane seals
must be unbroken and caulking on the
exterior of windows and doors must be
continuous and free of cracks. Doors
must be weather tight, free of holes,
and provide security with functional
locks. Porches, balconies, and exterior
stairs must be free of broken, missing,
or rotting components.

(xiii) Common area accessibility. The
housing project must have accessible,
designated handicapped parking spaces
with handicapped space signs properly
posted. Common areas must be acces-
sible through walks, ramps, porches,
and thresholds. The laundry room must
have accessible appliances and mail-
boxes must be at an accessible level.
Elevators or mechanical lifts must be
functional and kept in good repair.

(xiv) Common area signage. The fol-
lowing must be posted in a conspicuous
place in a common area: ““‘Justice for
AIllI'” poster, HUD equal housing oppor-
tunity poster including the Spanish
version if there are Hispanic Limited
English Proficiency tenants or appli-
cants, current affirmative fair housing
marketing plan, the tenant grievance
and appeal procedure, housing project
occupancy rules, office hours and
phone number, and emergency hours
and phone number.

(xv) Flooring. If a housing project has
carpeting, the carpet must be clean,
without excessive wear, and seams that
are secure and stretched properly. If
the housing project has resilient floor-
ing, the flooring must be clean,
unstained, free of tears and breaks, and
seams that are secure.

(xvi) Walls, floors, and ceilings. The
housing project must have walls,
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floors, and ceilings that are free of
holes, evidence of current water leaks,
and free of material that appears in
danger of falling. The housing project
must have wallboard joints that are se-
cure and free of cracks.

(xvii) Doors and windows. The housing
project must have doors that are free
of holes, secure, unbroken and easily
operable hardware, deadbolt Ilocks
which are in place and secure, and, if
doors are metal, free of rust. The hous-
ing project must have windows which
are easily operated, free of bent blinds
or torn curtains, and window interiors
must be free of evidence of moisture
damage.

(xviii) Electrical, air conditioning and
heating. The housing project must have
heating and cooling units that are free
of bare wires and which are functioning
properly, including thermostats. The
housing project must not have uncov-
ered outlets or other evident safety
hazards, switches which work improp-
erly, or light fixtures which are broken
and inoperable.

(Xix) Water heaters. The housing
project must have water heaters which
are operating properly, free of leaks,
supply adequate hot water, and are
fitted with temperature and pressure
relief valves.

(xx) Smoke alarms. The housing
project must have smoke alarms which
are properly located according to local
code and which operate properly.

(xxi) Emergency call system. If a hous-
ing project has an emergency call sys-
tem, the switches must be located in
the bathroom and bedroom, furnished
with a pull cord, with the down posi-
tion set to ‘“ON’, and must operate
properly.

(xxii) Insect or vermin infestation. The
housing project must have all units
free of visible signs of insects or ro-
dents and must be free of signs of in-
sect or rodent damage.

(xxiii) Range and range hood. The
housing project must have range units
in which all elements are operable,
electrical connections are secure and
insulated, doors and drawers which are
secure, control knobs and handles
which are in place and secure, and
housing which is sound and the finish
is free of chips, damage, or signs of
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rust. The range hood fan and light
must be operable.

(xxiv) Refrigerator. The housing

project must have refrigerators in
which the cooler and freezer are oper-
ating properly, the shelves and door
containers are secure and free of rust,
door gaskets are in good condition and
functioning properly, and the housing
is sound and the finish is free of chips,
damage, or signs of rust.

(xxv) Sinks. The housing project must
have sinks in which the fittings work
properly and are free of leaks, plumb-
ing connections under the cabinet
which are free of leaks, the finish is
free of chips, damage, or signs of rust,
the strainer is in good condition and in
place, and which are secured to a wall,
counter, or vanity top.

(xxvi) Cabinets. The housing project
must have cabinets and vanities which
are secure to walls or floor and have
faces, doors, and drawer fronts that are
in good condition and free of breaks
and peeling. Shelving must be in place,
fastened securely, and free of warps.
The housing project must have counter
tops which are secure and free of burn
marks or chips, bottoms under sinks
which are free of evidence of warping,
breaks, or being water soaked. Kitchen
counter, vanity tops, and back splashes
must be properly caulked.

(xxvii) Water closets. The housing
project must have the base of the water
closets at the floor properly caulked.
The tanks must be free of cracks or
leaks and have a lid which fits and is in
good condition. The seats must be se-
cure and in good condition, and the
flushing mechanisms must be in good
condition and operating properly. The
stools must be free of cracks and
breaks and be securely fastened to the
floor.

(xviii) Bathtub and shower stalls. The
housing project must have tubs or
shower stalls which are free of cracks,
breaks, and leaks, and a strainer in
good condition and in place. The hous-
ing project must have walls and floors
of the bathtubs which are properly
caulked, tops and sides of shower stalls
must be properly caulked, and the fin-
ish is free of chips, damage, or signs of
rust.

519



§3560.104

(4) The Agency expects that upon dis-
covery of a condition not in compli-
ance with the standards listed in this
section that the borrower will remedy
the situation in a timeframe required
by the Agency. The Borrower must pro-
vide documentation and justification
for any failure to meet such timeframe.
Properties with deficiencies in the
process of being addressed will not be
deemed to be out of compliance unless
there are so many deficiencies that it
would result in a declaration of sub-
stantial noncompliance and call into
questions the viability of the property
and the effectiveness of the borrower’s
maintenance program. Failure to make
such corrections or repairs constitutes

a non-monetary default under
§3560.452(e).
(b) Maintenance systems. Borrowers

must establish the following mainte-
nance systems and must describe these
systems in their management plan.

(1) A system for routine mainte-
nance, including:

(i) Regular maintenance tasks that
can be prescheduled or planned; and

(i) Tasks performed on a regular
basis to maintain compliance with the
standards established in paragraph
(a)(3) of this section.

(2) A system for responsive mainte-
nance including:

(i) A process for responding to re-
quests for maintenance from tenants;

(ii) A process for responding to unex-
pected malfunctions of equipment or
damages to building systems such as a
furnace breakdown or a water leak; and

(iii) A “‘work order’’ process for man-
aging and tracking responses to main-
tenance requests and the performance
of maintenance tasks.

(3) A system for preventive mainte-
nance including:

(i) Maintenance of mechanical sys-
tems, building exteriors, elevators, and
heating and cooling systems which re-
quire specially trained personnel; and

(ii) Maintenance that supports en-
ergy-efficient operation of the housing
project.

(4) A system for correcting defi-
ciencies identified by periodic inspec-
tions, which must include:

(i) A move-in inspection;

(ii) A move-out inspection; and
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(iii) An annual inspection of occupied
units.

(c) Capital budgeting and planning. (1)
Borrowers must develop a capital budg-
et as part of their annual housing
project budget required under §3560.303.
The capital budget must include an-
ticipated expenditures on the long-
term capital needs of the housing
project to assure adequate mainte-
nance and replacement of capital
items.

(2) If the borrower requests an in-
crease in the project’s reserve for re-
placement account, the borrower must
have a capital needs assessment pre-
pared and submitted to the Agency to
reflect anticipated needs of the housing
project for replacement of capital
equipment and systems. The cost for
preparation of a capital needs assess-
ment will be approved by the Agency
as an eligible housing project expense
provided the capital needs assessment
is reasonable in cost and meets Agency
requirements.

(3) [Reserved]

(4) As a part of the annual budget
process, borrowers may request an in-
crease in the amount to be contributed
and held in the housing project reserve
account to fund the needs identified in
an Agency-approved capital needs as-
sessment.

(5) At any time, borrowers may re-
quest and the Agency may approve
amendments to loan or grant docu-
ments to increase the amount of funds
to be contributed and held in a reserve
account to cover the cost of capital im-
provements based on the needs identi-
fied in an Agency approved capital
needs assessment. Borrowers must as-
sure improvements are performed as
specified in the capital needs assess-
ment.

§3560.104 Fair housing.

(a) General. Borrowers must comply
with the requirements of the Fair
Housing Amendments Act of 1988, and
this section to meet their fair housing
responsibilities.

(b) Affirmative Fair Housing Marketing
Plan. (1) Borrowers with housing
projects that have four or more rental
units must prepare and maintain an
Affirmative Fair Housing Marketing
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